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On April 28, the Mexican Senate unanimously ratified the free trade treaty that the governments
of Mexico and Uruguay signed last year (see SourceMex 2003-11-19), marking Mexico's first major
commercial commitment with a South American economic bloc country. With 67 votes in favor and
none against, the Senate approved the treaty, which the Uruguayan Congress ratified the previous
week.
Treaty seen as Mexico's entry to MERCOSUR This is the first free trade treaty Mexico has signed
with a member country of the Southern Cone common market (MERCOSUR), which is composed of
Argentina, Brazil, Paraguay and Uruguay with Bolivia, Chile, and Peru as associate members.
Mexico, which previously expressed interest in joining MERCOSUR, signed a tariff-reduction
agreement with Brazil in 2002 (see SourceMex, 2002-06-19). MERCOSUR recently entered into an
agreement with the Community of Andean Nations (CAN), which includes Peru, Bolivia, Colombia,
Venezuela, and Ecuador, to create a common market of some 350 million people.
The foreign minister of Mexico, Luis Ernesto Derbez, has expressed an interest in establishing
a trade agreement with MERCOSUR (see NotiSur, 2004-04-23). The two countries signed the
agreement last November in Bolivia during the XIII Ibero-American Summit.
Negotiations for the agreement began in August of 2002. "The free trade agreement with Uruguay
is the first instrument of this type that a member country from MERCOSUR has negotiated
(with Mexico). Because of that, its implementation will allow a greater penetration of Mexican
products...and will help communicate a high-impact message to the other member countries of that
bloc," said Senator Cecilia Romero of the Partido Accion Nacional (PAN).
"It's important to remember that our country has trade agreements with Honduras, Guatemala
and El Salvador and most recently with Chile, however, the trade we have with them only
represents 2.38% (of total external trade)" said Senator Antonio Soto of the Partido de la Revolucion
Democratica (PRD), who believes that the agreement with Uruguay will allow Mexico to launch a
new commercial relationship with Latin America.

Treaty could go into effect within one month
The free trade treaty seeks to quintuple Uruguayan exports to Mexico by liberalizing practically
the entire tariff structure currently regulating the industrial sector. It establishes the reduction or
gradual elimination of tariffs on goods from either country. It also prohibits increasing existing tariff
rates or adopting new tariffs. There are certain exceptions, however, with Mexico having agreed to
subject tariff reductions on footwear to a ten-year schedule and establishing annual quotas on the
importation of wool textiles.
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 1 of 3

LADB Article Id: 52400
ISSN: 1089-1560

"The free trade treaty between Uruguay and Mexico will go into effect between May and June,"
said Uruguayan Vice President Luis Hierro. He added that the agreement could allow Uruguay to
quintuple its Mexican exports in the near term to a level of US$500 million. That's an increase from
previous estimates that annual bilateral trade totals would reach US$200 million, estimates that
Uruguayan officials made in November during the signing of the treaty (see SourceMex, 2003-11-19).
Officials said trade between the two countries reached US$90.8 million last year.
Uruguayan president Jorge Batlle sought to put the treaty into effect after the legislature approved
it on May 6. The House of deputies approved it by a vote of 72 out of 99 members, after the Senate
approved it two weeks earlier. That meant an immediate freeing of 93% of bilateral trade between
the two countries. Legislators from different Mexican political parties agreed that the approval of
this treaty fits with state policies aimed at economic diversification that their country needs, taking
into account that their principal trade partner is the US, which takes almost 90% of Mexican exports.

Mexican beef market opens to Uruguay
The presence of mad cow disease, or Bovine Spongiform Encephalopathy (BSE), in the US and
Canada stopped Mexico's beef imports from the north, opening a significant market for Uruguay
(see SourceMex, 2004-01-21). Officials in both countries have been working to secure sanitary
certifications for five Uruguayan beef processing facilities. Mexico produces about 70% of the beef it
consumes and the US had been its primary foreign provider. Uruguay has also exported 50 million
liters of "long life" packaged milk to Mexico, doubling figures from the previous year.

Growth in Uruguay doesn't trump poverty
Uruguay has been slowly recuperating from an economic crash that coincided with the decline of
Argentina's economy in 2001 (see NotiSur, 2001-12-14). Uruguay generally thrives and suffers in
tandem with the fortunes of its larger western neighbor. The figures for 2003 have been generally
positive, reflecting increases in several sectors.
In 2003, industrial growth in Uruguay increased by 4% after four years of decline, while
unemployment dropped an average of 40%, according to official figures. Sales of new automobiles
increased 80% in January while foreign commerce grew 27.6% in the same month.
In January the manufacturing industry saw a 43.8% increase in activity while sales and hiring
went up 6.4%. But poverty is a persistent presence in the country, with unemployment at 14% and
international organizations pointing to increasing numbers of children working to help support their
families.
In 1986, there were two children living in poverty for every poor adult over 65. In 1995 that ratio
climbed to seven poor children for every impoverished elderly person, and in 2003 to nine children
per poor senior citizen, according to the "Observatory of the rights of children and adolescents in
Uruguay," presented by UNICEF in Montevideo.
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In 2002, 46.6% of children under six were living in poor households. That means 104,000 children
under six lack sufficient access to food and basic goods and services in the country of 3.3 million. In
2002, 23.7 percent of the population was living in poverty.
The representative of UNICEF in Uruguay, Anne Beathe Jensen, said that "UNICEF has no intention
of expressing opinions on economic policy...That is not in the report. The only thing stated is a
proven fact: that real improvements were not achieved during the period of economic liberalization
[during the 1990's]. We believe that proactive policies on the part of the government, and better
distribution [of income], are necessary."

-- End --
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